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Chapter 1: Introduction 
 
Problem area 
This report will shed light on the issues of caste, in consideration of the history of Nepal, while 
looking at how and to what extent contemporary forms of labor migration and the concomitant 
upsurge in remittances could potentially become a tool to abolish the caste-based identity 
arrangement. 
 
The 5th century ushered in an era of previously unseen trade and cross-border mobility for 
Nepal. The demand for himalayan salt in Nepal and the Indian sub-continent opened up a 
channel of trade, the Trans-Himalayan trade, and, in exchange Tibet received rice grains, herbs 
and spices (Seddon, 2005). Most notably, however, the opening up of borders allowed for the 
subsequent immigration of Tibeto-Burman and Indo-Aryan speaking groups to Nepal, which has 
come to shape the socio-political dynamics of present-day Nepal; people of Tibeto-Burman 
heritage settled into predominantly nomadic merchant livelihoods in the North while Indo-Aryan 
groups established themselves as the authoritative hegemony in the central belts of (present-day) 
Nepal (Ibid). Indo-Aryan groups legitimized their dominion by establishing the 
Chaturvarnashram model of the caste system and, with unification of Nepal in the 18th century, 
formalized their control over other sub-groups (Bisht, 2008: 127). Adherence to this caste-
centred arrangement of categorising people based on their inherited identity continues today, 
despite the legal frameworks set up to address this system. 
  
While migration prior to the 19th & 20th century witnessed the inflow of settlers, the late 19th 
and early 20th century saw many young men depart for military duties in foreign armies. Even 
after the British occupation of India ceased in 1947, the British Army continued recruiting and 
training Nepalese citizens into their divisions as part of their British Gurkha regiments. The 1947 
Tripartite Agreement between Nepal, India, and Britain further incentivised young males to 
move abroad in the search for better livelihoods by allowing India to recruit Nepali Gurkhas into 
their armies. The Tripartite Agreement lead to the signing of the 1950 Nepal-India Treaty of 
Peace & Friendship which formalised the free mobility of people between the two countries 
without requiring documentation, thus creating a porous open-border policy which has resulted 
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in wide reaching social problems in the region. Up until the Foreign Employment Act of 1985, 
which permitted and incentivised foreign employment for the first time, Nepali migrants were, 
for the most part, emigrating to India primarily for military duties. With the agreement, however, 
the government facilitated easier mobility and encouraged overseas employment, primarily to oil 
rich Gulf regions and the emerging economic powerhouses of South-East Asia. For a nation-state 
that was more or less closed off to the outside world until around the 1950s, this new globalized 
"reaching-out" spawned a new generation of youth growing increasingly conscious of the 
international environment. Meanwhile, the radical escalation of the Maoist rebellion in rural 
areas of Nepal from the 1990s until its formal induction as a political party had the multiple 
effects of destabilizing, and ultimately deposing, the monarchic control while radicalising 
Nepal’s majority population of minorities and disenfranchised low-caste groups. Nepal’s entry 
into a global setting, and the radical shifts in politics and mind-sets that have occurred since, 
have forever changed the socio-political dynamics of Nepal (Seddon 2005). 
 
According to the Labour Market Profile 2013, Nepal is one of the poorest and least developed 
countries in the world. The state apparatus and private companies do not provide enough formal 
wage employment and 76% of its economy is based on agriculture. Labor migration is pushed by 
the aim of a more remunerative and attractive job. The biggest migration flow in Nepal is still 
from rural areas to the city, but in the last twenty years - as can be seen from remittance reports - 
the migration to other countries - the neighbouring India and especially the Gulf states - has 
increased significantly (Sijapati & Limbu 2012: 1-2). 
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Source: Migration and Remittances Factbook 2011. 
 
As can be seen in the graph above, the remittance inflow to Nepal was estimated to represent 
22,9 % of the country’s GDP in 2009 and is therefore playing an important role in the Nepalese 
economy. At that point in time, only four countries worldwide had a higher percentage of their 
GDP stemming from remittances. In 2013, that number had risen to where remittances now 
accounted for 28,8 % of Nepal’s economy (The World Bank 2014a). 
 
The Nepali labor migrant’s decision to seek work elsewhere is connected to the livelihood 
strategy of diversifying and maximizing the benefits of a household. In what resembles the 
population movement of the industrial revolution, people are forced to move from rural areas to 
booming cities looking for manufacturing and service jobs. With the remittance money they can 
cover living expenses, provide better education for their kids, increase the level of agricultural 
input and finance minor household project such as building or renovation of the house. From a 
neoclassical economic point of view, the flow of labour is the result of unequal regional 
development; In the last 20 years the difference between high income countries and low income 
countries has continued to increase and as a consequence, so has the international migration. 
According to the International Organization for Migration (IOM) people living outside their 
country of birth arrived to the highest number in history in 2009, counting at least 190 million 
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international migrants. The neoclassical theories defined the phenomenon correctly but were 
wrong in predicting that this migratory flow was levelling the economic development of those 
countries. In the theory, the migrant flows are expected to change the labor supply and demand 
in the sending and receiving areas such that wages, as well as levels of economic development, 
will eventually equalize over space. Despite the trend toward integration of markets on a global 
scale and increased international migration, the gap between rich and poor countries continues to 
widen and will in turn reinforce the push (from the origin country) and the pull (where the jobs 
are) of international migration (Kitchin and Thrift 2009: 89). Nepal’s labor migration is part of 
the transnational movement of people that is characteristic of the modern world; globalization 
processes have made state labor policies more flexible and facilitated migration with the 
increment of the quality in communication and transportation (Sijapati and Limbu 2012: 1-2). 
 
The above has lead us to the following research question: 
 
Research question 
To what extent can labor migration and remittances be seen as a tool for economic and social 
change in Nepal, and what economic and social effects are policies having on mobility for the 
traditionally low-caste? 
  
Working questions 
1. What do remittances entail and what social and economic factors do they emerge from 
and subsequently foster? 
2. What effects do state-implemented foreign employment policies have on low-skilled 
migrant labourers and those from low caste families, and how do these policies ensure the 
rights of people from this social strata of Nepal? 
3. How does labor migration and the inflow of remittance affect the lives of low-caste 
Nepalis economically and socially and what policy measures can be taken to ensure 
development for Nepal through proper investment of remittances? 
  
Clarification of concepts 
Migrant workers 
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Migrant workers are commonly understood as workers moving over relatively long distances. In 
the case of this report it refers to Nepalese workers who leave their country in the search for 
work of a more remunerative or attractive kind - or out of sheer necessity because of a lack of 
work in their home country. Globalization has further boosted mobility worldwide and the 
transnational flows of migrants with multiple ties and identities. As long as uneven regional 
development exists, labor flows between countries will most likely continue to exist. Exclusively 
from an economic point of view, the long-term impacts of labor migration on both the receiving 
countries and the migrant workers are positive. However, a lot of factors have to be taken into 
account, for instance the prevalence of social exclusion of immigrants, compounded by security 
concerns over illegal immigration, border control, and international terrorism, which has 
continued to define labor migration as a controversial, political, and highly contested issue 
(Kitchin and Thrift 2009: 89-95). 
 
Remittances 
When a person moves away from his/her home country, and leaves behind family and friends 
who rely on that person to provide financial support, the money that that person accumulates and 
sends back is termed as remittances. Remittances are seen to be distributed through formal 
(banks, foreign transaction agencies, etc.) and informal (through friends/family, unofficial 
agents, etc.) channels. Remittances have become staple parts of many developing countries’ 
economies, becoming almost as large as foreign direct investment and more than twice the 
amount of official aid received by developing countries. With advances in technology, and the 
processes of globalization becoming ever more apparent, migration, and the remittances made 
therefrom are certainly going to increase and become an ever more relevant point of financial 
interest (Brown:2006). 
 
Caste system 
Every society co-exists with a socially stratified community of citizens, within which values of 
power, wealth, and influence are achievable through merit in most societies; in others, such as 
Nepal, a caste-based arrangement ‘exists’ wherein individuals are born into their social 
category/group, and are, regardless of their talents or skills, unable/ forbidden to manoeuvre 
across these social levels. The contrast between caste and class system are differentiated by these 
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notions of ascribed and achieved: the caste system, wherein one is ascribed a position 
predetermines one’s role in society and prevents upward social mobility; in the class system a 
degree of mobility, theoretically, is possible through the achievements of one’s actions. The 
caste-based classification of members of the previous Nepali-Hindu society was loosely based on 
the Chaturvarnashram model wherein four varnas (ranked categories characterized by 
differential access to spiritual and material privileges) consists of Brahman (poet-priest), 
Kshatriya (warrior-chief), Vaishya (trader), and Shudra (menial, servant) wherein most members 
of Nepali society are situated within (Jalali 2007). 
Nepal has, since the end of the civil war in 2006, ended its association as a Hindu state, in the 
process becoming secular and renouncing the structuralism inherent in the caste-based 
arrangement. Cultural and religious traditions, however, retains the ideology of caste, and, as 
such a passive-aggressive variation of the system prevails. However, the positive trajectory 
experience of people from low-caste echelons in India, due to the procurement of economic and 
political power of people from this social strata, has seen upward mobility for entire castes. The 
radically increasing international migration of Nepalese citizens, the concomitant rise in 
remittances, and the subsequent development of a globalized perspective, could realize a 
transitioning epoch in Nepali history and pave the way towards a more egalitarian society (Jalali 
2007).  
 
Diaspora Communities: 
Diaspora communities is a concept that we use to describe well-established communities that 
experienced “displacement”, like the Nepalis in India, the Chinese overseas, etc. There are many 
interpretation by different scholars, but there are some general shared features of Diaspora, the 
“forcible dispersal, settlement in multiple locations and the idea of a homeland” (Wahlbeck 
2010: 229). 
 
Transnationalism: 
In the project the concept of transnationalism expresses the relation over and beyond, instead of 
between or in, the nation states (Heywood 2011: 172). 
 
Globalization: 
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In our project we view globalization as the phenomenon “through which sovereign national 
states are criss-crossed and undermined by transnational actors”(Wahlbeck 2010: 223). Of course 
globalization entails many other aspects, but we emphasize the one that increased the flows of 
international migration. Since the social relations between migrants and refugees are not bound 
by national borders anymore we can say they became globalized. 
 
Vertical mobility: 
By vertical mobility is meant the movement of persons, in an industrialized society, rationalized 
through the establishment of a social scale from which individuals, or households, can move up 
or slide down the social order (Ultee 2007). 
 
Horizontal mobility: 
Horizontal mobility has, as well as vertical mobility, a “top”, represented by the service class and 
a “bottom”, represented by the unskilled and semi-skilled workers in industry, and peasants. The 
factor that differentiates it from vertical mobility is the absence of intermediate categories such 
as skilled manual workers, non-manual workers, and small proprietors. In this case we can refer 
to it as upward mobility when a person from the bottom class moves to the service class and as 
downward mobility when a person from the service class moves to the bottom class; when the 
movement is from one of the intermediate classes to another intermediate class we refer to it as 
horizontal mobility (Ultee 2007). 
 
Brain drain: 
The term ‘brain drain’ refers when a high amount of highly skilled workers leaves one country in 
favor of another where wages and job possibilities are better (Carrington and Detragiach 1998: 
4). In Nepal, the Foreign Employment Act of 1985 was partly an attempt to limit the brain drain 
which could cause a stagnation in development for the country and its economy (Sijapati and 
Limbu 2012: 29). 
 
Chapter 2: The method of the project 
 
Methodology 
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In this report we have chosen critical theory as our main theoretical approach. In his 1971 book, 
“Traditional and Critical Theory”, Horkheimer writes that the basic requirements that any 
theoretical system must satisfy is that “all the parts should intermesh thoroughly and without 
friction”, referring to the concept of harmony, which entails the lack of contradictions, the 
absence of the redundant, and “dogmatic elements which have no influence on the observable 
phenomena” (Horkheimer 1971: 190). In this report we will look into the concepts of migration 
and development from a perspective of how capitalism exploited the false consciousness of the 
workers (in this case migrant workers) in order to maintain the social and economic system, 
somehow helped by state policies that facilitated the tendency of capitalism to develop internal 
economic irrationalities. Remittance in this sense is the product of the exploited workers going 
abroad to find a place into capitalist economy. We find it relevant to look at our case in this optic 
since the phenomenon of migration is deeply connected with concentration and centralization of 
productive wealth in some countries compared to others. We want to understand how the migrant 
workers from Nepal are influenced in their choice of migrating by capitalism’s false 
consciousness that the system and the structure, in this case the existence of the caste system in 
which are they living, “is both inevitable and rational” (Agger 1991: 108). The migrants are 
moving abroad for what Marx, in Capital Volume One, calls the “commodity fetishism”, the 
process mystifying the labor process to the point where it is no longer being the “purposeful 
construction of willful human being”, no longer recognizing social relations and historical 
accomplishments that can be transformed. In this sense the aim for a better condition of work or 
for policies to protect them are not intended to be the main goal to achieve for lower-caste 
communities; it creates a situation where the decision of moving for work to whatever condition 
is their only “rational choice”, and they tend to not be organized as a social community of 
exploited people in order to achieve better life conditions. Nepal is experiencing what for 
Frankfurt theorists is called “domination”. Domination is the combination of both external 
exploitation and internal self-disciplining that make external exploitation go unchecked. For the 
Frankfurt School this set of common values “inculcating obedience and discipline” goes against 
their real interests for liberation. According to Durkheim, as stated in his “Collective 
Consciousness Discuss”, the reason for people to comply within the organized industrial society 
is to address to the shared common values and beliefs that are used to explain the world to them 
in a rational perspective. People believe that it would be easier for them to achieve modest 
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personal betterment by acting in regard with social norms and believing that large-scale changes 
beyond this are unreachable; that is the case with the nepali migrant workers who instead of 
asking for structural changes in society are moving abroad searching for betterments for them 
and their families. Critical realists view these values as being of paramount interest in the way it 
serves the ideological function of repressing people's imaginative faculty of what is really 
possible to achieve in an advanced technological society. 
 
For Gramsci “The State, which is usually thought of as political society is a balance between 
political society and civil society, by which I mean the hegemony of one social group over the 
entire nation, exercised through so-called private organizations like the Church, trade unions, or 
schools” (Lears 1985: 507). On a major scale it is the strategy that capitalism is following to 
impose its socio-economic model over the world, actively spreading the “false consciousness” 
and in this way fostering the only “rational” choice, rationality, with its inclusive character, in 
our case tempting the migrant workers and driving governmental policies. The Nepal caste 
system under a Gramscian lense has to be understood firstly as a socio-cultural system, and then 
as an ancient system, developing and modelling itself under new conditions to become immanent 
to capitalism (Basile 2013). 
 
Ethnographic content analysis 
Taking our point of departure from a humanist view, which distinguishes itself from a naturalist 
view, we see the need to approach our topic which “holds that social life cannot adequately be 
studied ‘scientifically’” (Fay and Moon 1997: 209). In this way, we see human action as 
constituting a purpose of action, specifically, human action as migration for labor, and improving 
household conditions and quality of life as the purpose of the action of mobility. Our report seeks 
to shed light on the correlation between those from lower-class/caste families making up the 
majority of labor migrants, and the policies and cultural beliefs as being both determinants and 
proponents for the mobility of people, both symbolically and economically, from this socials 
strata of Nepal. As Fay & Moon extrapolate, “in order to study human behavior as meaningful 
performance, we must understand the meanings expressed in speech and action, and this requires 
that we understand the system of concepts, rules, conventions and beliefs which give such 
behavior its meaning” (Fay and Moon 1997: 212). Studying our subject, from the approach we 
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have delineated, without accounting or recognizing the inherent dominance of some social 
groups over others, and the socio-geographical context within which our country of focus exists, 
would be an overly simplified, even inadequate enquiry. This could be seen to have an 
epistemological position described as interpretivist, where we focus on understanding the social 
world through “an examination of the interpretation of that world by its participants” (Bryman 
2012: 380). This ties in well with our choice of Critical Theory, which rejects principles of 
positivism and applies an interpretivist position. Closely linked with this, our ontological 
position is constructionist; a constructionist ontological position is defined as implying “that 
social properties are outcomes of the interactions between individuals” (Bryman 2012: 380). It is 
with this understanding as to the complexity of our study that we seek to employ an ethnographic 
content analysis in our investigation of whether remittances, from labor migration, can 
potentially led to a vanquishing of the caste system.  
 
Ethnographic Content Analysis (ECA), as defined by David Altheide, “follows a recursive and 
reflexive movement between concept development-sampling-data, collection-data, coding-data, 
and analysis-interpretation. The aim is to be systematic and analytic but not rigid. Categories and 
variables initially guide the study, but others are allowed and expected to emerge during the 
study, including an orientation to constant discovery and constant comparison of relevant 
situations, settings, styles, images, meanings and nuances" (Bryman 2012: 559).  
In this way, ECA can be seen to “represent a codification of certain procedures” (Bryman 2012: 
557) which might be perceived as a form of qualitative content based analysis but which 
incorporates the ability to constantly revise and update themes or categories that will be seen in 
the process of the growth of research material. This enhanced flexibility, as compared with 
content-based analysis, allows our research project to move between conceptualisation, data 
collection, analysis, and interpretation and allows greater scope for revising our 
conceptualizations and generating new ones. In addition, ECA emphasises the context within 
which documents are generated (World Bank material embellished by economically positivistic 
perspectives), so that a study of empirical material & journal articles, of labor migration and 
remittances requires an appreciation of data sources and the work of researchers & data 
providers, f.ex. World Bank. 
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Ethnography offers a perspective for analysis of human action in the field and in documents; the 
key is to reconceptualize the latter (documents) as the former (field work) and vice versa 
(fieldwork as documents). It is a requirement on the part of an ethnographers repertoire to have a 
wealth of information and understanding about human behavior. In our case, we come with an 
understanding of the migration process, and the labor migrants, and the social background from 
which they originate. We supplement this basic understanding with journal articles and scholarly 
books relating to the concepts we discuss and employ in the project, as well as empirical material 
in the form of data on migration trends and remittances. These empirical materials will primarily 
come from official, internationally recognized data sources such as the World Bank, who release 
periodic data on migration and remittance, as well as locally produced material, in this case 
Nepali data from official state-released reports and NGO & individually compiled resources. 
Meanwhile, our scholarly articles are derived from some of the leading practitioners from the 
relevant fields within our study. For example Dilip Ratha, who is amongst the foremost experts 
in the field of remittances, is especially relevant considering his close cultural proximity with 
Nepal (being of Indian origin) and intimate understanding of remittances in relation with the 
caste system.  
 
Use of empirical data 
We have aimed for a varied selection of empirical data in the project. Journal articles and reports 
regarding the subject of remittances and migrant labor sometimes have an agenda - or at least 
some ideas preconceived - which we are wary of and try to take into account. A number of books 
will also be used in the making of the project, and specifically Sijapati and Limbu’s Governing 
Labor Migration in Nepal has proven relevant. In that book are examples of foreign employment 
policy from Nepal that could otherwise have been hard to come by. As with journal articles, we 
have been on the lookout for any preconceptions that the book might have. In addition, a variety 
of relevant official government publications will be analysed for key components and which 
carry a degree of relevance with regards to low caste and its’ implications.  
 
Limitations in the project 
A lot of our quantitative data comes from The World Bank, and we are aware that this kind of 
datas are from a critical theories point of view has been criticized as being biased in favor of a 
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neoliberal agenda. For instance, the Frankfurt critical theorists believe that the World Bank have 
internalized a neoliberal agenda and therefore act in the interests of global capitalism. Other 
critical theories sets forth critiques regarding the degree to which international structures reflect 
the inequalities and imbalances of the global system (Heywood 2011: 437). Apart from locally 
produced data there is also a lack of more locally specific data within Nepal. Rather, the data we 
have regards Nepal as a whole. As in any country, there are major differences between different 
regions of the country with regard to cultural traditions and the number of migrant workers from 
each region. A closer look at a specific region, perhaps coupled with first hand empirical 
material, would have provided us with a better chance of reaching something conclusive - albeit 
on a smaller scale. 
 
A significant limitation regarding the quantitative remittance data on inflows and outflows to and 
from Nepal is that it only measures the flows going through official channels such as banks and 
financial institutions. Remittances are also sent to Nepal through informal channels - and those 
numbers are for obvious reasons unquantifiable. Throughout the project, for convenience and 
because of a lack of alternatives, we regard the official data - the majority of which comes from 
The World Bank - as being accurate. 
 
In line with critical theorists, we refuse a positivist approach that entails the belief that a 
perception of the world can be made without assumptions about the nature of the phenomenon 
under investigation. Taking for granted that knowledge is a simple reflection of the world 
phenomenons will drive us to an uncritical identification of reality and rationality: if we look at 
phenomenons as rational and necessary, we are devaluing the attempts to change it. The critical 
theorist tries to build a ground of consciousness and awareness that goes against the “identity of 
reality and rationality”, trying to look at social facts not as constraints on human freedom that are 
bound to happen but elements of history that can be modified (Agger 1991: 108). 
 
When looking at social and economic change we thus have to rely on quantitative data and 
secondary analysis of qualitative data. We use quantitative data to determine whether Nepali 
families financial gain from having a family member take up work as a migrant worker. We use 
qualitative data, i.e. academic journals, books, and reports to determine the social effects of 
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remittances. The somewhat limited amount of data regarding the subject and the relative 
uncertainty in the quantitative data further complicates the process. 
 
Chapter outlines 
 
Chapter 3: The causes and effects of remittances 
This chapter will present relevant theory regarding remittances and explain remittance as a 
phenomenon. Furthermore, on concepts that we will be using throughout the paper will be 
elaborated on and explained in the context of this paper. 
 
Chapter 4: Foreign employment policies and migrant labor rights in Nepal 
Nepal’s ratification of the 1985 Foreign Employment Act became the state’s first framework to 
promote easier mobility of human resources. More recent legislations, the Foreign Employment 
Act passed in 2007 and in 2012 the Foreign Employment Policy, have made further provisions to 
ensure the rights of its citizens migrating for foreign employment and has resulted in labor 
migration becoming an increasingly influential alternative livelihood strategy as well as a major 
contributor to the Nepali economy. Official figures approximate income received from overseas 
labourers (remittances), at 28,8% of GDP (The World Bank 2014a); however, unofficial figures 
hover closer towards 30% of GDP (Sijapati and Limbu 2012: 17) due to the traditional method of 
remitting earnings through agents and individuals, also known as the hundi system of money 
transfer. This chapter will thus look into the various policies relating to foreign employment and 
the rights and guarantees provisionally provided by legislation. 
 
Chapter 5: The effects of labor migration and remittances for Nepal 
This chapter will seek to determine how labor migration and the inflow of remittance affects the 
lives of low-caste Nepalis economically and socially by presenting and discussing the different 
aspects of life affected by labor migration and remittances. Additionally, through a look at 
existing foreign employment policy we will try to assess what policy measures can be taken to 
ensure the rights of migrant workers and the development for Nepal through proper investment 
of remittances. 
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Chapter 3: The causes and effects of remittances 
 
In this chapter we will present remittance as a phenomenon, making clear to the reader which 
aspects of it will be discussed throughout the project. The analysis will focus on understanding 
the main differences between the literature published by the World Bank and international 
organizations, characterized by a very positivist approach, and our theoretical standpoint, in line 
with the critical theorist schools of thought. 
 
In the globalized world, private money transfers back home from migrant workers and diaspora 
communities has taken a relevant place in academic discourses. Nepalis in Qatar, Turks in 
Germany, Filipinos in the United States, Pakistanis in the United Kingdom, Indians in the Gulf, 
and Indonesians in Malaysia are but a few examples of guest workers and immigrants who 
regularly remit through a variety of formal and informal channels. Moreover, studies have shed 
new light on the macroeconomic and wealth distributional impact that the globalized remittance 
flow can bring (Brown 2006: 55). The recent effort to rationalize the annual remittance flow, 
especially from the World Bank, can be read as a new global policy intention to eradicate 
extreme poverty and hunger worldwide. Actually, that is one of the eight points of the 
Millennium Development Goals, an agreed plan by many countries and all the international 
organizations of the globe (United Nations 2013). 
 
In fact, one of the most interesting features of remittance is that it has the characteristic of being 
a non-debt creating phenomenon and “safety-net vehicles” of money organized by the families or 
local communities instead of national governments (Brown 2006: 55). However, the 
international market for remittance is not yet working efficiently and is characterized by the high 
costs of intermediation. In fact, the tendency of migrants to use informal channels to send their 
money reflects a particular economic illiteracy by the remitters, especially the ones from South 
America and South Asia (Brown 2006: 56). Transfer money through banks would bring down 
the costs of the transfer, but still commercial banks both in recipient and sending countries have 
a small share of the global remittance market. Remittance has its costs, companies charge a fee 
that can be a percentage on the amount sent or a fixed amount; usually those fees change 
depending on the service offered, the speed of delivery or home delivery etc. One of these costs 
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is the exchange rate increase, which is the difference between the exchange rate paid by the 
transmitter company to convert e.g. dollars, into the local currency, and the market exchange 
rate. Usually the exchange rate of the money transfer companies are higher and less convenient 
compared to the market rate. The consequence is a higher profit for the transmitter companies 
that relapse on the higher costs paid by the remitters to send the money (Solimano 2004: 18). 
  
To measure the economic impact of remittance is important to understand the kind of resources 
that migrants produce and transfer to their homelands. One of their feature is that transferring 
money in dollars increases the availability of foreign exchanges in the country where money is 
sent; in fact enhancing lower-cost channeling of legitimate worker and community-based 
transfers represent a key challenge to the international banking community. Indeed 
accomplishing this challenge can lead to the condition of making remittance an institutional 
economic tool to build the preconditions of sustainable growth.  
 
This brings us to the interconnectedness of migration and immigration policies in relation to the 
growing complexity of political and social issues for labor sending and labor receiving countries. 
The 1950s and 1960s were, considered from a developmentalist and neoclassical view, part of 
the so-called developmentalist era. At that time capitalist economists were, according to De 
Haas, spreading the idea that through a policy of large-scale capital transfer and industrialization, 
poor countries could jump on the locomotive of economic development and industrialization; 
meanwhile migration flows from developing to developed countries increased exponentially. In 
many developing countries, this time was considered the “dawning of a new era”, emigration 
was considered as a fundamental instrument to achieve development and was even encouraged  
(De Haas 2007: 4-5). However, such policies were seldom related to a common and clear 
international regulation, leading to almost uncontrolled flows of migrants (Brown 2006: 68). 
Conversely, our perspective about this phenomenon is that migration, if not supported through 
the right laws and policies, could potentially be a way to sustain and reinforce the problem of 
underdevelopment, undermining human capital and leading to the dissolutions of the traditional, 
village communities and their economies (De Haas 2007: 5). 
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Nowadays, the World Bank has estimated that an increase of just 3 percent in temporary visas 
for migrants from developing countries could raise world incomes by almost $16 billion 
annually. Therefore, as Brown states, “there is mounting recognition that the anti-poverty and 
income growth potential of migration reform more generally, as distinguished from the more 
specific impact of remittances per se, far outweighs that of trade liberalization.” (Brown 2006: 
57) Freer migration boosts per capita income in receiving countries, even though it may 
simultaneously depress wages for certain segments of the workforce in the host country. Actually 
the current bias toward skilled labor in western immigration policy and guest worker programs 
expands the pool of undocumented (typically meaning unskilled) workers. The recognition of 
such trade-offs has rejuvenated enthusiasm over Mode 4 of the General Agreement on Trade in 
Services, a WTO agreement, which involves contracted-out, duration-limited transnational 
worker mobility. Furthermore, cross-country evidence suggests that temporary migration may be 
associated with higher rates of remittance payments than more permanent migration. Regardless, 
even if we have to consider the precarious conditions for the migrant who are forced to migrate 
in order to achieve social mobility, remittances represent an increasingly significant financial 
flow to developing countries. Whereas reported remittances in developing countries have 
increased from $31.2 billion in 1990 to an estimated $166.9 billion by the end of 2005, total 
(recorded plus unrecorded) remittances are significantly larger. For example, it is estimated that 
unofficial remittances can be as large as formal flows (Brown 2006). 
 
Dilip Ratha of the World Bank underlines how remittance money “acts as a lifeline for the poor” 
and how they are increasing the household revenue. Furthermore, in Ratha’s perspective 
remittance money is raising the level of consumer spending in house properties and causing a 
decline in cases of extreme poverty compared to the households who are not receiving money. 
Ratha’s research continues on the positive aspects like lower school dropout, increased average 
birth weights to remittance-receiving families. Moreover, he says that in some cases remittance 
can be the protagonist of the process that brings families out from poverty. In this case 
individuals will benefit from having the chance to focus more on “pursuits that collectively 
stimulate sustainable economic growth in the sending community and country" instead of using 
energy to gain basic sustenance (Ratha 2013). Additionally, the safety net, or “consumption-
smoothing” effect, of remittances allows households to engage in high-risk but possibly more 
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profitable economic activities (Ratha 2013). However, drawback has been individuated in the 
risk of driving developing countries into a higher, passive dependence on remittances (Solimano 
2006: 15); the general idea was that the remittance flow, as well as the skills acquired by the 
migrant workers, upon their return, would make development faster and as a consequence have 
positive effects on the economy. In this sense critical theories are more in line with reality 
compared to the data from the World Bank which is obviously biased towards neoliberalism and 
hegemonic countries. Enormous flows of migration instead of representing the North-South 
exchange of capitals, and an acceleration of the process of transformation of traditional 
communities into liberal, democratic ideas, modern knowledge and education, is the high price 
that the dominated pays, referring to Frankfurt theory on domination, in order to survive into a 
system ruled by cultural/economic hegemonies, which is perceived to be the only one possible 
and in which the hegemonic subject is the one that get the biggest profit out of it. In fact, 
generally the poorest are not the ones that migrate the most from such developing countries 
(Solimano 2006: 15). Thereby migration and remittances were also believed to increase 
inequality in communities of origin; and from a neo-marxist position migration and remittances 
are reinforcing the capitalist system based on inequality (De Haas 2007: 5). 
 
The latter point is supported by the perspective of Andres Solimano, Regional Advisor at the 
United Nations Economic Commission for Latin America and the Caribbean, for whom 
remittance has more solid and human-friendly, instead of capital friendly, bases. That is because 
an investment in people is more secure and less volatile than an investment in capitals, like 
portfolio investments and international bank credit. Solimano suggests that this is the reason why 
remittances are usually considered a form of international redistribution from low-income 
migrants to their families back home, working as an international mechanism of social protection 
through private transfers. Hence, today remittance is to be accounted as the second source of 
external finance to developing countries, the first one being foreign direct investments. In the last 
years remittance has even surpassed foreign aid (Solimano 2004). 
 
Another issue concerning the relation between migration and remittance is that of the brain drain. 
This has been seen as a consequence of migration and the departure of young, able-bodied men 
and women from rural areas. Moreover, it has been considered to be the main cause of the 
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shortage of agriculture and other works, generating a lack of workers in those specific areas. In 
relation to the Collective Consciousness Discuss, from Durkheim, introduced in our theory 
chapter, it is important to stress the fact that remittances are mainly spent on prominent 
consumption investments, like houses, and rarely invested in productive activities. This can be 
been seen as an aim of becoming less dependent from the remitters or to heighten their social 
status. However, this could incite the idea that the only rational choice is to achieve small 
personal betterment and act under determined social norms, thinking that large-scale changes 
beyond that are unreachable. Thereby, the market for remittances is still not working efficiently. 
The costs of remittance surpasses the marginal cost of sending money and as a consequence the 
amount of remittances is under the socially optimal level. Therefore, those costs explain why  
“foregone consumption, investment and output opportunities in the receiving country are not 
possible” (De Haas 2007). 
 
The negative aspects of migration and remittance are, as presented by De Haas, co-director of the 
International Migration Institute and Associate Professor in Migration Studies at Maastricht 
University, viewed as influencing negatively the sociocultural aspects of developing countries; 
he assumes that the exposure of the migrants to wealth while working in the host country could 
lead to change in his and his household rural taste, opening a new market of demands for 
imported urban or foreign produced goods and food. This would lead to a tendency of enforcing 
the cycle of increasing dependency and enforce the dependency on the global political-economic 
system dominated by the hegemonic western states. In this way the increment of capitalist 
penetration and migration are perceived to be the cause of the deterioration of peasant societies 
by ruining their economies and eradicate their populations (De Haag 2007: 5). The dependency 
school of development thinking addresses those two phenomena of capitalist penetration and 
migration not just as detrimental to the sociocultural and economic aspects, but as the most 
important cause of the ‘development of underdevelopment’. Karl Gunnar Myrdal, a Swedish 
economist and Nobel prize calls it cumulative causation. In his perspective, the growth of 
prosperity in the economic hegemonic countries is causally linked to the exhausting of capital 
and labor from the dominated areas (De Haas 2007). 
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In conclusion, to understand how state policies can reduce the costs of remittances and enhance 
their development impact, Andres Solimano makes a clear analysis on the measures needed at 
both the sending side and the recipient side. Firstly, from the sending side, a “formalization” of 
the legal status of the migrants would led to a more open access to various bank services, 
remittances included. Secondly, he considers the importance of reducing the costs of getting a 
licence as a Money Transmitters Operator in order to create more competition in the service. 
Thirdly, Solimano theorize the instauration of a “Bank for migrants”, offering product lines for 
migrants as checking or saving accounts, remittances service, etc. (Solimano 2006: 22). 
From a recipient country perspective Solimano stresses two issues, first the leveraging of 
remittances and then its productive use for development. If the governments and local financial 
institutions would establish bonds for emigrants, then those could earn an interest rate, creating a 
more inviting instruments to direct remittances. The other possibility could be that domestic 
banks create foreign currency account, free of exchange rates, taxes, and other regulations in 
order to minimize the costs of remittance. Solimano sees the development of alliances between 
banks in the receiving countries with banks and agencies in sending nations as favorable, and as 
something that would increase the efficiency of the remittance market. As the last point, he 
suggests that remittances in general should not be regulated or taxed since usually the remitters 
and the receivers are from a low-income groups and since the amount sendt probably has already 
been taxed in the countries they were sent from (Solimano 2006: 23). 
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Chapter 4: Foreign employment policies and migrant labor rights in Nepal 
 
The ever increasing importance of remittances in developing countries has coincided with a 
growing recognition of the importance of the roles of policies and rights that deal with labor 
migration. Nepal is a relative newcomer to the global migration environment having only ratified 
its’ first labor migration-centric policies in 1985. With the 1985 Foreign Employment Act, the 
government of Nepal sought to regulate and control foreign employment in accordance with the 
primary aim of improving economic growth internally. Instead of facilitating overseas 
employment, the government sought to utilize skilled individuals in developing the country and 
prevent a mass exodus of qualified individuals (FEA 1985: 1). It was, however, the first public 
indication towards recognizing foreign employment beyond India, with which it has had an open 
border policy since 1950. Transformative events that have occurred thereafter have changed this 
attitude completely. The proceeding paragraphs explain policies and Acts that govern the labor 
migration process, with a focus on how they impact those from traditionally excluded groups 
(low-caste, females and other vulnerable groups).  
 
In addition to the processes of globalization enhancing the safety, affordability and effectiveness 
of migration, widespread civil unrest within Nepal, starting in 1994, opened up the minds of 
Nepalese citizens to a world outside and possibilities within. The People’s Movement, which 
originated out of urgent desire to overcome the Hindu-ideology based regime and address issues 
of caste and the traditionally disenfranchised, reached it’s pinnacle in 2005-2006 with the 
banishment of the royal family and the establishment of the Maoist political party. With it’s 
platform based on combatting elements of feudalism and imperialism (Hachhethu 2007: 43), the 
Maoists indoctrinated its supporters with ideas of a caste-less society wherein everybody would 
be equal. For a people who had grown up with the idea of a recognized Hindu god-reincarnate as 
king, and everybody else as its’ subordinates assigned to specific roles, this version of 
egalitarianism marked a turning point in reawakening the public’s mentality. For the first time, 
since the advent of the caste system in the 18th century, individuals from low-caste and 
disenfranchised backgrounds felt empowered to address their own destiny. The civil strife also 
resulted in 16,000 deaths (Pettigrew 2013: 2) and halted economic development, resulting in 
43% unemployment rate in 2006 (IndexMundi 2011). The movement left many with cynical 
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perspectives of the other, which was particularly entrenched by the fact that the one side - the 
Government, the Army, and the general public sector - comprised primarily of those from upper 
caste, while those fighting with the Maoists were primarily from the traditionally excluded social 
groups. This entrenched domination by a traditional minority can be explained partly by 
Gramsci’s principle of cultural hegemony. Cultural hegemony is, in simplified form, the concept 
of a ruling group imposing a direction on social life and manipulating subordinates to “board the 
‘dominant fundamental’ express” (Lears 1985: 568). In the case of Nepal foreign elements, 
specifically Indo-Aryan groups, introduced a variation of the caste system, establishing the 
“feudalistic economic structure” (Bisht 2008: 127-129) of Nepal wherein every member of 
society permanently inherits a role as determined by family name or origin. With the movement 
climaxing with the banishment of the royal family, Nepal declared itself a secular state. However 
the traditionally dominating upper castes still retain much of the power wielding mechanisms, 
through the State and the Army, and, as such, elements of caste-based domination persists. With 
politicians being embroiled in power-plays between squabbling political parties and powerful 
neighboring states exerting external influence, politics in Nepal proceeded at a snails-pace. In 
turn many Nepalis, particularly those from rural, agrarian areas, became aware that they would 
have to actively seek alternative livelihood strategies in order to improve their living standards. 
The government helped stem the rising tide of internal unemployment by issuing passports to 
gain work ‘overseas’ but not until 2007 did they implement any policies that sought to facilitate 
foreign employment in the globalized labor environment.  
 
While the intention behind the Foreign Employment Act (FEA) 1985 was to regulate the flow of 
labor migration, the 2007 FEA represents a move towards facilitating the outmigration for 
temporary labor. In 2005-06 a total of 165,103 work permits (Sijapati & Limbu 2012: 15) were 
issued becoming, in the process, the then largest quota of migrants for foreign employment in a 
single year. Issues of human rights violations suffered at the hands of their employers, corrupt 
officials as well as fraudulent manpower (recruitment) agents, brought together powerful 
coalitions of international and domestic civil society; pressure exerted from these groups and 
others, coupled with the burgeoning inwards remittance flow, which contributed USD 1.45 
million in 2005 (World Bank 2011: 188), prompted a reworked migration policy framework. The 
2007 Foreign Employment Act signified the State’s stance on adopting a considerably more 
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(albeit limited) rights-based approach; it expresses the need to amend the laws of old, in the 
process consolidating the rules and regulations to “make foreign employment business safe, 
managed and decent, and protect the rights and interests of the workers who go for foreign 
employment and the foreign employment entrepreneurs, while promoting that business” (FEA 
2007: 1). It implemented this new approach by “focusing on information dissemination to 
migrant workers, promotion of policy arrangements to manage and secure foreign employment, 
and removal of the discriminatory clauses relating to women” (Bandita & Sijapati 2012: 38). The 
inherent message communicated through this policy was one of facilitation, of making the whole 
labor migration process more efficient and demarcating clear responsibilities. However, a glaring 
omission from the Act of any clarification on specific migrant rights, vague contractual 
obligations, and lack of attention to vulnerable and irregular migrants resulted in an Act that is 
overbearingly in favor of profitable business of remitting earnings over the safety and protection 
of the labor migrants. However, in terms of allocating specific passages for the purpose of 
addressing female migrants, the Foreign Employment Act of 2007 broke with the antiquated 
State positioning on females mobility rights.  
 
Traditionally men are the breadwinners of the household with females duty bound as housewives 
and farm hands. This is still adhered to in most of rural Nepal, and the out-migration of women 
for labor purposes is frowned upon by the dominating hegemon of the caste system. The 
People’s Movement enabled women to challenge this hegemonic belief and to feel as part of 
society, and, when the Maoists joined the Government, issues of gender discrimination became a 
focal point of contestation. With much of Nepal’s labor force engaged in the agriculture industry, 
“providing a livelihood for more than 70% of the population and accounting for a little over one-
third of GDP” (CIA World Factbook 2014), and with just over half the total population being 
considered literate (57.4%) (Ibid.), migration has come to be seen as an opportunity to improve 
household conditions and overcome traditional caste barriers. Critical Theorists could view this 
as a coping mechanism of the sort conceptualized by the Frankfurt School wherein the false 
consciousness of the lower castes, a la the working class, has deepened the view of the 
inevitability of the existing social system, or the entrenched caste system. The false 
consciousness in the case of Nepal exists wherein those exploited, the traditionally excluded 
social groups, view migration as the only viable approach through which upwards social mobility 
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is possible. Domination, explained as the “combination of external exploitation and internal self-
disciplining that allows external exploitation to go unchecked” (Agger 1991: 108), can be seen in 
the way the State institutions are dominated by upper castes who appropriate their exploitation 
by retaining their higher status. In particular the caste model systematizes women as being 
subordinates to males, assigning them the role of housewife or farmhands. Female outmigration 
was, until recently, not only frowned upon by society but prohibited by law -by way of Foreign 
Employment Act 1985; looking at data from the National Living Standard Survey, in which 
women wage workers were employed predominantly (77%) in agriculture , men worked mainly 
(57%) outside agriculture (NLS 1996: 15) we can see why a traditionally patriarchal, caste-
dominated society would resist the urge for change. With outmigration, females would not only 
favor foreign employment but be able to improve upwards social mobility through their earnings, 
potentially challenging the patriarchal household. The following passage discusses this change of 
State policy. 
 
While two amendments had been appended to the 1985 Act, they only served to perpetuate the 
regulatory stance, and especially limited female mobility. Stipulation # 12 clearly demonstrates 
this discriminatory perception wherein “the licence-holder shall not provide foreign employment 
to children and to women without the consent of her guardian” (FEA 1985: 5); in the 
Amendments of 1992 & 1998 (FEA 1992: 4; FEA 1998: 7), a guardian is identified as either the 
father or the mother in the case of an unwed woman, and a husband for a married woman; in the 
absence of either, the council of the village or town, from which the individual originated, would 
nominate the closest of kin as guardian. In light of the recently concluded civil war, where many 
lost family members and many more families were torn apart, a guardian was not always 
available. Compound to this the entrenched caste-based arrangement, wherein women were duty 
bound to be housewives and/or farmers, female mobility was both socially frowned upon and 
constitutionally regulative. The Foreign Employment Act 2007 sought to redress this issue, 
stipulating in Chapter 2, provision 8, that “no gender discrimination shall be made while sending 
workers for foreign employment pursuant to this Act” (FEA 2007: 5). With such a traditionally 
cultural stigmatization of females, designating specific passages for female labor migrants and 
addressing rights and access to justice would greatly enhance the effectiveness and safety of the 
migration process. With regards to displacing traditional perspectives of a woman’s role in 
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society, the FEA 2007 has provided for external opportunities where previously they would have 
had to work within the country. Ramesh Sunam, in his research on how Dalits (the 
‘untouchables’ in the caste system) repudiate caste relations through international migration, 
claims that those from low caste groups could be facing even worse conditions of domination by 
the Landowning upper castes’ “If there was no migration opportunity accessible to them” 
(Sunam 2014: 13).  
 
While no mention of those who have been traditionally excluded (Dalits, indigenous, women, 
and other oppressed groups) was stipulated in the FEA 1985, the 2007 Act makes a specific 
allusion to these groups, mentioning the need to provide “special facilities” and “reservations” in 
accordance with government allocated figures. Rule 9 of the 2007 Act stipulates that the 
Government of Nepal shall “provide reservation to the women, Dalit, indigenous nationalities, 
oppressed class, backward area and class and people of remote areas” (FEA 2007: 5-6). 
Allocating special reservations for people from these social groupings indicates the State’s 
obligation to serve its’ citizens, especially those from vulnerable groups. However, a lack of 
clarity, of which department shall be responsible for implementing this, and transparency on 
these provisions severely limits access to these provisions as well as related issues of access to 
justice for these socially excluded groups. However the Act does provide for labor attachés to be 
administered in countries where more than 5,000 Nepali migrants are employed to provide 
assistance for migrants and to monitor illegal, “irregular”, migrants (FEA 2007: 35); in addition, 
a provision for a Foreign Employment Welfare Fund was stipulated to ensure the welfare of 
workers and their families, as well as ensuring a monetary reserve with the intention to provide 
training and education for potential migrants (FEA 2007: 17). Both of these appendages give 
positive indications towards reformatting the state structure in regards to delegating 
responsibilities and guaranteeing economic support for migrants for the efficiency and 
transparency of the labor migration process and to address future migratory trends. Implementing 
these into the real world scenario has proven to be limited though, with efforts to utilize the 
Funds for skill-oriented training, employment-oriented programmes for returnees and initiating 
public awareness programs about foreign employment, having taken a slow, laborious process 
(Sijapati & Limbu 2012: 114). This has resulted in many migrants departing to countries with 
little to no knowledge or awareness of the host country. As such the uneducated, the low-caste, 
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traditionally excluded and other vulnerable groups are especially prone to victimization at the 
hands of agents pre-departure, suffering abuses from employers during the course of foreign 
employment, and a lack of opportunities and skills for returnees. In turn, “national and 
international experts and consultations have concluded that the orientations are insufficient and 
have instead proposed pre-employment trainings, or at the very least revising the existing 
curriculum and monitoring the way the orientation is conducted” (Sijapati & Limbu 2012: 40-
41). In addition, the lack of a concise regulative mechanism on the responsibilities of recruitment 
agents supports the free-reign with which these agents operate under, often charging exorbitant 
service fees. This overbearing status is further compounded by the lack of access to government 
resources and offices in rural areas of Nepal, from where the vast majority of labor migrants 
originate. Two of the main Government offices responsible for disseminating information 
regarding foreign employment and handling work permits, namely The Foreign Employment 
Promotion Board and Department of Foreign Employment, are located in Kathmandu and do not 
have offices at the district (rural) level. Subsequently, agents are tasked with both creating a job 
market and acting as a liaison between the labor migrant and the State structure, allowing them 
to set the conditions and, more often than not, “taking money for the promise of work and 
disappearing, fraud, and misrepresentation of positions abroad” (Sijapati & Limbu 2014: 150) 
from desperate potential migrants. 
For many foreign employment seekers, especially from poor, vulnerable social groups, using 
informal channels becomes the only financially, and situationally, feasible method of potentially 
gaining work. In these such cases, migrants often become victims of human trafficking and find 
themselves in an irregular, illegal status upon arrival at the destination country. Labor attachés 
are entrusted with monitoring these such irregular migrants and facilitating their return to Nepal. 
However, and with regards to labor attachés, who have been tasked to collate information on 
migrants in the destination country assigned, resolve labor-related disputes and enter bilateral 
agreements, appointing such roles has been slow or ineffective. The Foreign Employment Rules 
2008 appended a passage to the FEA 2007 Labor Attaché provision whereby it “requires the 
appointment of a woman labor attaché in countries where more than 1000 Nepali women 
workers are employed” (FEA Rule 2008: 23). This acknowledges the need to provide for the 
increasing number of female labor migrants, and grants them additional support than previously 
accorded. According to a 2014 status report from the Department of Foreign Employment, “there 
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are eight countries where more than 5,000 migrant workers are working and two destinations 
where more than 1,000 of them are female. Hence, there is need for ten labor attachés, but only 
six have been posted” (Labour Migration for Employment A Status Report for Nepal 2014: 41). 
These six countries which currently house labor attachés are the UAE, Qatar, Malaysia, Kuwait, 
Saudi Arabia and South Korea, while migrant laborers in Oman and Bahrain are currently 
without labor attachés despite having the requisite number of Nepali migrants as stipulated by 
the Foreign Employment Act 2007. Labor attachés are also tasked with arranging bilateral 
agreements to enhance relations and human resource cooperation between Nepal and the 
destination country, and, more importantly, contribute to the protection of the rights of migrant 
laborers to that country. 
 
Bilateral agreements and multilateral memoranda of understanding (MOUs) are relatively recent 
endeavors by the Nepali government that seek to consolidate relations, increase migrant labor 
quotas, and improve labor migrant access to rights and protection of interests. In 2005 Nepal 
signed its’ first bilateral agreement (beyond India) with Qatar, signalling an important step 
towards improving foreign relations with destination countries in order to set mutually 
acceptable human resource terms and conditions. Additional bilateral agreements - with the 
UAE, South Korea, Japan and Bahrain - help demarcate roles and responsibilities in the 
migration process for employment to specific destinations, facilitates exchange of knowledge 
and information between the participating countries, and support the safe transition of the labor 
migration process through legal and systematic procedures. The effectiveness of these contracts 
depend on the implementation of the specified agreements and their compliance with 
international standards. Some notable gaps in the implementation have been noted; the 2009 
Directive for Sending Nepalis Technical Interns to Japan requires a potential job aspirant to have 
at least two years of work experience in an industry - those of whom have the mandatory 
experience are reluctant to leave their jobs and thus far Nepal has failed to deliver in this regard 
(Sijapati & Limbu 2012: 88). Regrettably, all the agreements made to date are more concerned 
with a “commitment to cooperate regarding the sending and receiving of labor” (Paoletti et al 
2014: 87) and overlook the rights of the migrants in the process. As Sijapati and Limbu note, 
“none [bilateral agreements] mentions the rights and freedom of the workers, including the 
freedom to practice their religion and culture, the freedom of mobility and the right to dignity” 
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(Sijapati & Limbu 2012: 89). The Ministry of Foreign Affairs in Nepal attests to this grave 
exclusion but exonerates itself of responsibility due to its weak bargaining position as a poor 
nation and an understanding that migrants will travel to those countries regardless: “Although we 
sign bilateral agreements with governments of destination countries, we may not have the 
necessary influencing power to enforce implementation of the agreements. It is also meaningless 
to say that we will not send our citizens to work in their countries as Nepali migrant workers 
reach there through various unofficial channels” (Paoletti et al 2014: 88). However, and 
disregarding the blatant omission of securing the rights of migrants, the agreements have helped 
spur increasing numbers of labor migrants. In the five years since 2005, when the first bilateral 
agreement with Qatar was ratified, Nepal has witnessed a twofold increase in the number of 
labor permits issued (from 165,103 in 2005 to 354,716 in 2010) (Sijapati & Limbu 2012: 15). 
With such burgeoning figures of migrants undergoing the process of outmigration, revised 
policies and recommendations are needed for a more rights-based approach to account for both 
the increasing number of male labor migrants, but also female migrants and those socially 
disadvantaged or traditionally excluded. The Government of Nepal has sought to implement a 
policy more in tune with international labor standards and which seeks to reinvest the income 
generated through foreign employment in improving the country’s economic and social 
sustainable development.  
 
The Foreign Employment Policy 2012 reflects the Government’s latest efforts to internationalize 
its’ foreign employment regulations, create an economic strategy to utilize the contributions for 
the country’s development and to enhance the safety and transparency of the entire migration 
process. Major international policies like the Universal Declaration of Human Rights, 
International Labor Organization (ILO) conventions relating to migrants and migration, and 
other conventions that seek to end discrimination against women and children are incorporated in 
the 2012 Policy. Attention is focused on “providing knowledge and skill as demanded by the 
international labor market and develop a skilled, capable and competitive labor force” (Sijapati 
& Limbu 2012: 53) to ensure effective foreign employment, and to address and advise on each 
stage (pre-employment, pre-departure, departure, on the job and reintegration) of the migration 
process. This seeks to make the migrant aware of the terms and conditions under which he/ she 
will be employed, and to assist in their eventual reintegration into society. 
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In addition, the 2012 Policy inherently recognises the increasing numbers of female labor 
migrants and the significance that remittances brings to households. Specifically it mentions the 
problems that female migrants often face, listing them as: “lack of skills among the female 
labour migrants, which render low salary and less than ideal workplaces; migration through 
irregular channels, which increases their vulnerability; and lack of protection, especially for 
domestic workers, from physical violence, sexual harassment and economic exploitation” (Labor 
Migration for Employment: A Status Report for Nepal 2014: 12). In acknowledging the 
difficulties faced by female labor migrants, the Government of Nepal publicly states its’ position 
vis-a-vis female labor migration as an important aspect of society that needs to be protected 
under official rules that can ensure safe migration and ease of access to justice. It also marks a 
significant volte-face in official policy on female migration as a viable alternative livelihoods 
strategy, giving importance to the protection of females rather than regulation, and seeking to 
address the human development aspect that migration and remittances brings to a individuals in a 
developing country like Nepal. In mentioning common problems in the female labor migration 
process, the 2012 Policy indicates that the Government is willing to address these issues with 
policies. As the 2012 Policy has not yet been fully implemented, we can only assume the verity 
of this proposal.  
 
Lastly, amongst the major principles implemented, the proposal for a Labor Bank (Labor 
Migration for Employment: A Status Report for Nepal 2014: 12-13) greatly enhances the 
mobility for migrant laborers from poor backgrounds to aspire for foreign employment without 
having to undergo the crippling debt that many labor migrants are saddled with even before their 
departure. This proposal, while under development, would offer subsidized loans to cover initial 
fees, transport and other costs. The Labor Bank would also serve the purpose of assisting 
migrants with reinvestment strategies so that their earned remittances could grow while offering 
low-interest loans for returning migrants to encourage small-scale entrepreneurship enterprises. 
This policy reflects a growing admission of the fact that the state hasn’t actively sought to make 
assurances in regards to promoting mobility for the traditionally excluded social groups (low-
caste, disadvantaged and females). By offering subsidized loans to cover initial costs of the 
migration process the State, via the Labor Bank, is actively trying to ensure that its citizens are 
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not put in uncompromising, potentially cyclical debt before they’ve even earned their first 
paychecks. Oftentimes those, including many females, who would previously have had to take 
loans from private institutions, family members or individual agents or agencies, seeking foreign 
employment would only be feasible if informal, illegal channels of migration were undertaken, 
thus overcoming many of the unforeseen fees and charges associated with receiving official 
documentation. In addition, the majority of the inflow of remittances have typically been 
invested in improving household and livelihood standards rather than income generating 
mechanisms. The Labor Bank would provide both a legal, transparent avenue for remittance 
savings as well as ensure reinvestment strategies to encourage capital growth.  
 
While not fully implemented, the Foreign Employment Policy 2012 is a concrete precedent from 
which future policies and regulations can solidify the rights of migrant laborers and strategize 
economic plans to improve the utilization of remittances in developing the country. Moreover, 
by appending principles set out in international commitments that Nepal is a signatory to, such as 
ILO conventions, the Government expresses its’ obligation to adhere to international standards. 
Much has to be done to create an enabling environment for aspiring Nepali labor migrants, 
especially those from traditionally excluded social groups and females, and to ensure that the 
earned remittances are utilized as a method for investing in the social and economic development 
of the country. Implementing and following policy recommendations, as will be presented in the 
following paragraphs, could prove beneficial both for the sending and receiving countries as well 
as empowering the individual labor migrants. 
 
The following passage presents oft-cited problems, with the intention to outline and address 
inadequate labor migration policies in Nepal, that hinder the optimum outcome for all parties 
involved: gaps in, and weak enforcement of the foreign employment acts and policies (Sijapati & 
Limbu 2012: 113); limited bilateral agreements and MOUs (Ibid: 120-121); a disconnected, 
Kathmandu-centric state apparatus ((Ibid: 116; Labor Migration for Employment: A Status 
Report for Nepal 2014: 12-13)); inadequate attention to marginalized (Paoletti et al 2014: 84) 
and vulnerable groups (Wagle 2012: 203); unmonitored recruitment agencies/agents (Sijapati & 
Limbu 2012: 118); ineffective campaigns to disseminate vital information about the labor 
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migration process (Wagle 2012: 203-204); and vague contractual obligations (Paoletti et al 2012: 
83) are amongst the main issues with the Acts, policies and bilateral agreements.  
 
Between 1993/94 - 2010/11 the Government of Nepal issued 2,081,034 work permits for foreign 
employment purposes, with 354,716 issued in 2010/11 alone (Sijapati & Limbu 2012: 129). 
These 2.08 million labor migrants contributed US$ 6.2 billion to the Nepalese economy, 
accounting for 28.8% of GDP (The World Bank 2014(a)). With remittances accounting for 
almost a third of the country’s GDP, foreign labor migration has come to be seen as a pivotal 
tool for poverty alleviation and income equality measures. Having discussed the rules and 
regulations that guide the labor migration process in Nepal, the proceeding chapter will discuss 
how traditionally excluded social groups - low caste, female and other vulnerable groups - use 
remittances and the socio economic effects they raise. 
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Chapter 5: The effects of labor migration and remittances for Nepal 
  
This chapter will seek to determine how labor migration and the inflow of remittance affects the 
lives of low-caste Nepalis economically and socially through an analysis of sources containing 
both quantitative and qualitative data. Additionally, we will assess what policy measures can be 
taken to ensure the rights of migrant workers and the development for Nepal through proper 
investment of remittances. 
  
As has previously been established, scholars agree that remittances generally boost the financial 
situation of both the receiving countries as well as the remitters and their families. According to 
Wagle, “Remittance has played an increasingly pivotal role in narrowing down the trade deficit 
caused by shrinking exports and bloating imports.” (Wagle 2012: 187). In the case of Nepal, 
remittances play an enormous role in their economy as a whole. According to the World Bank, 
remittances accounted for 28.8 % of Nepal’s GDP in 2013 (The World Bank 2014a). A 
significant decline in poverty figures from 1996 to 2004 has been attributed to the increasing 
remittance receipts (Wagle 2012: 187). Another advantage of remittances is that, according to 
the World Bank, the size and regularity of remittances usually hold up relatively well even 
during economic recessions in the receiving country. Furthermore, remittances are stable and 
might even increase during times of recession. In the Asian financial crisis of the late 1990s, for 
instance, remittances proved more stable than net capital flows even if they did decline. When 
host countries are experiencing a financial crisis, foreign exchange flows, i.e. remittances, can 
help and their impact increase (The World Bank 2006). 
 
Thieme and Wyss focus on migration as a livelihood strategy via the sustainable livelihoods 
approach. This strategy, as per the IFAD, is “a set of principles to guide action to address and 
overcome poverty” through “establishing a framework that helps in understanding the 
complexities of poverty” (The Sustainable Livelihoods Approach). In terms of this project, the 
sustainable livelihoods approach – and more importantly the fact that Thiemes and Wyss’ 
research has been conducted using this approach – can help us understand the complexities of the 
problems faced by Nepali labor migrants. According to Thiemes and Wyss, one of the main 
reasons why laborers choose to migrate is to be able to pay for education for their children. This 
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can be seen as an investment in the future, which is likely to pay out in the long term rather than 
the short term. It can be seen as part of a livelihood strategy and with the investment in their 
children’s educational future comes an expectation that the children will take care of them 
financially when and if they are able to do so themselves. This would also suggest that the 
families who put aside money or spend it on education for their children are not poor to the point 
where they need to spend all of their money on food. While some do migrate out of sheer 
financial needs, the cost related to emigrating keeps the poorest Nepalis from doing so or forces 
them to take up loans in order to migrate. In her 2004 article Remittances: The Perpetual 
Migration Machine, Michele Wucker states: “This is the catch-22 of remittances: they boost the 
economies of the labor-exporting countries, which gives their citizens the hope of being able to 
remain at home, yet at the same time they contribute to the pressures that make people leave.” 
(Wucker 2004: 39). She further states that “Ironically, the better off immigrants are, the less 
likely they are to send remittances. Thus, it is the poorest workers who are most responsible for 
keeping their home countries going. The moral implications of this situation are complicated 
further by the practices of the financial firms that skim sometimes excessive commissions and 
fees from this flow of money”. 
 
In the literature we have used, a lot of the instances we have come across where the migrant or 
his/her family has had a bad experience, it has had something to do with legislation or a lack 
thereof. And example of this can be seen when the labor migrants use informal financial 
channels rather than the formal ones. On one hand it can be viewed as irresponsible on the part 
of the labor migrant, but on the other hand it can be seen as a sign that the labor migrants do not 
trust, or have a lack of access to, the banks or the formal financial channels. This can result due 
to a lack of legislation, which would make sure that it is worthwhile for the labor migrant to send 
money through official channels, which presumably is to be preferred by all parties. Wucker 
states that “encouraging workers to send remittances through formal financial channels can help 
reduce costs to the workers themselves as well as increase the receiving country's hard currency 
reserves” (Wucker 2004: 41). The proposal for a Labor Bank greatly enhances the feasibility for 
migrants to remit their earnings formally, as well as advising on and encouraging labor migrants 
to guarantee an account from which capital can be increased through interest.  
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An issue regarding remittances that is often brought up and questioned is its social impact and in 
the following it will be discussed what the intrinsic role of labor migration in the Nepalese 
economy means for the social reality of the remitters and their families. When conducting, or in 
our case interpreting, research regarding a country where an estimated 66 % of its population 
works in agriculture (Department of Agriculture 2014), it is important to keep in mind that living 
standards are likely to be perceived differently than in the western world. However, we do 
presuppose that poverty is inherently undesirable. The bulk of the discussion will be conducted 
with reference mainly to two articles: Thieme and Wyss’ 2005 article Migration Patterns and 
Remittance Transfer in Nepal: A Case Study of Sainik Basti in Western Nepal and Ramesh 
Sunam’s 2014 article Marginalised Dalits in International Labour Migration: Reconfiguring 
Economic and Social Relations in Nepal. As the title of Thiemes and Wyss’ article implies, the 
case study is specifically conducted in Sainik Basti, a settlement in western Nepal. The 
settlement resonates with the conditions that many of the labor migrants originate from: it is a 
rural area, the inhabitants are mainly low-caste, low-skilled workers who rely on labor migration 
as a part of their livelihood strategy. As such, it is a viable source of information and can be used 
as an example emblematic of the situation of labor migrants in Nepal. 
  
As Thiemes and Wyss state, there’s always a risk involved with labor migration. The quality of 
the recruiting agencies vary significantly and since they are in charge of the logistics of the 
migration, they have a huge impact on the quality of the experience. The high price of remitting 
through official channels might prompt some migrants to remit through unofficial channels, 
which is often connected to a significant risk since no contract is signed between the migrant and 
the remittance collector. So on top of being dominated by the capitalist system which has forced 
the migrant to leave his country and family behind, the repercussions of it is causing him to lose 
money having to send them back home (Thieme and Wyss 2005). 
 
Sunam looks at international labor migration using the concept of body politics. As he explains, 
it entails two elements: labor mobilization and the consumptive actions. This means that Sunam 
examines labor migration in terms of its “transformative power to alter migrants’ social and 
economic relations in their place of origin” (Sunam 2014: 3). He states that “remittances are 
important for the marginalized to build symbolic and human capitals and to enact a 
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counterhegemonic praxis” (Sunam 2014: 4) and becomes a way to challenge the ruling 
ideologies. While abroad, labor migrants might experience a more liberal way of life. In the case 
of Nepal, labor migrants might experience life outside the caste system. They then bring this new 
found knowledge back to their families and communities and as a consequence, they might leave 
their traditional employment and deny the inherent hierarchy of the caste system. Sunam 
recounts one such experience encountered by a returning labor migrant from Qatar: “After a 
week, I asked the Pariyar why he was not scared to challenge the teashop owner. He explained: 
‘I have been to Qatar and Dubai. During my stay there, no one discriminated me. But here 
‘Sunuwars [hinting the teashop owner] do not allow us to enter their shops and drink tea. They 
hepchhan [dominate, undermine us] for no reason’” (Sunam 2014: 12). Returning Dalit (low 
caste, ‘untouchable’) migrants have been noted for increasingly displaying acts of resistance to 
upper-caste domination, due primarily to the symbolic capital (TVs, refrigerators, new clothes, 
etc.) they can now flaunt publicly. While only symbolic, the act reflects the independency these 
Dalits feel from the landowning upper castes, or, as Sunam explains, “mobilising their labour 
away from traditional occupations” allows them to escape the discrimination typically associated 
when working for landowning upper castes. Migrants have also been seen to have made 
additional improvements in human capital, skills like sewing enhanced with experience of being 
employed abroad in the sector, and increased financial capital, remitted earnings invested in 
sewing machines and materials. In rural areas these seemingly minor details go a long way to 
increasing low castes’ status and challenging the dominating hegemon. With western democratic 
values upheld, the migrant has perhaps expanded his knowledge about human rights and found 
how things are done differently - and perhaps in a way that is advantageous for him/her - in other 
countries, which is seen to be positive. 
 
Due to the fact that women to a large degree have been prohibited, either by law or by cultural 
restraints, from going abroad to work, Nepali migrant workers are predominantly male. In 2011, 
women accounted for only 2.9 percent of work permits issued for work abroad beyond India 
(Sijapati and Limbu 2012: 23). When they leave, their wives, if other male figureheads are not 
present, will typically take over the role as household leaders and financial decision makers. 
However, and according to Thieme and Wyss, newly married women who are living with their 
parents-in-law while their husbands are abroad usually have a weak position in the household 
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(Thieme and Wyss 2005: 87). Sunam expands upon these negative aspects, by recounting how 
transnational migration also has negative social effects on the household, mentioning aspects of 
“sexual infidelity, marital separation, and fatherly abandonment which can be more serious in 
largely Hinduised and patriarchal Nepali society” (Sunam 2014: 17). However, when taken into 
consideration of the positive impacts remittances bring, these negative aspects can be seen as 
necessary evils to be overcome in the long term through the very act of migration that results in 
these negative effects.  
 
One of the main destination of Nepalese labor migrants is the Gulf states, specifically Kuwait 
and Qatar, and labor migrants in Qatar has been the subject of international attention recently. In 
2010, Qatar was awarded the 2022 FIFA Football World Cup. Promising state of the art 
stadiums, lucrative commercial gains, and with the motto “Expect Amazing”, immediate issues 
of the climate and the allegations of the country’s record of human rights violations were 
sidetracked to give the emirate state of Qatar a chance to host the mega sporting event. The 
message being sent from Qatar was one of hope, and of potentially delivering progress through 
hosting the event. Almost immediately, allegations of corruption within FIFA were leveled 
against the world’s premier football governing body. Claims that members were bribed to 
convince them that Qatar should be awarded the World Cup appeared. However, the most 
damning accusations has come in the form of various reports and articles by the Guardian, the 
International Trade Union Confederation, and Human Rights Watch which highlights labor 
abuses suffered by migrant workers in Qatar, primarily from South Asia (The Guardian 2010-
2014; ITUC 2014; Human Rights Watch 2012). 
 
According to these reports Qatar, a country of approximately 2.2 million – out of which only 
278.000, or 12 %, are actually Qatari while 400.000, or 17 %, are Nepali (Snoj 2013) – exploits 
foreign workers to a point that resembles slavery. Even though Qatar has the third highest per 
capita GDP in the world (IMF 2014), the labor migrants are forced to live in tiny apartments 
under humiliating conditions. The International Trade Union Confederation, in their report The 
Case Against Qatar, goes as far as to call Qatar “a country without a conscience” (ITUC 2014: 
4) and refer to the worker’s conditions as “an apartheid situation” (ITUC 2014: 4). Furthermore, 
workers are not getting paid the amount of money they were promised upon departure, and by 
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not paying the labor migrants the agreed-upon wage, the Qatari employers are hindering the 
development of the workers, their families and essentially the economy of a third world country 
(ITUC 2014). 
 
The Nepal-Qatar remittance corridor is a prime example of the risk that labor migrants face when 
going abroad. In the case of Qatar, it is difficult to determine whether the Nepalese state 
structures, recruiting agencies, the Qatari employers, a third party, or all of them are responsible. 
Obviously, recruitment agencies that promise certain working and living conditions that are then 
not being upheld bear some blame. It is more concrete to postulate that progress would come 
from effective national as well as international legislation on the issue. 
 
As is mentioned by several scholars, cooperation between Nepal and the countries where labor 
migrants go to work is in need of an overhaul. While the national policy framework does have 
provisions for the Nepalese government to enter into bilateral agreements with host countries, 
implementation has been either very slow or absent (Sijapati and Limbu 2012: 113). The Foreign 
Employment Act 1985 was aimed primarily at regulating foreign employment because of fear of 
a brain drain which would stall the development of the country. The act was revised two times, 
in 1992 and 1998, before being replaced by the Foreign Employment Act of 2007. This act, 
rather than aiming to regulate foreign employment, encourages labor migration by offering 
facilities and services that make the process associated with labor migration in a more accessible, 
transparent manner. However, a notable mention must be made in that it grants more protection 
to recruitment agencies than the workers themselves (Sijapati and Limbu 2012: 37). 
 
A way of protecting workers’ rights is through international treaties, but according to Paoletti et 
al. (2014), Nepal lacks in this field as well. Several important international conventions have not 
yet been ratified by Nepal, specifically regarding the human rights of migrant workers, among 
those being the UN Convention on the Rights of All Migrant Workers and Members of their 
Families, put into effect in 1990 (Paoletti et al. 2014: 86). Sijapati and Limbu (2012: 113) place 
part of the blame of malpractices associated with foreign employment on the fact that there is a 
large number of private institutions involved in the migration process and that they are 
ineffectively monitored. Recruitment agencies, individual agents and manpower agents, while all 
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one and the same, have been given relatively free license to operate as they see fit because of a 
lax in regulative mechanisms to monitor, report and direct their proper management.  
 
Bilateral agreements, too, have been criticized for their limited scope on the rights of the 
individual migrants. Specifically, none of the six agreements made to date mention anything 
relating to “reasonable accommodation, recruitment fees, debt bondage, ability to hold one’s 
own personal documents, a right to information and training, or repatriation in case of injury or 
death” (Paoletti et al 2014: 87).  For future purposes, improving the links between the system of 
justice in the destination countries and the respective Nepali embassies are necessary conditions 
to be met before an easy access to justice can be seen. 
 
The Government of Nepal would also benefit in the long term by paying increased attention to 
providing special facilities for vulnerable groups. While the latest acts and policies have 
improved in that regard, and while the proposal of a Labor Bank does enhance the possibilities of 
foreign employment for these vulnerable groups, according more protection is desperately 
needed. Strengthening, or refining, the acts and policies can help with delineating clear 
responsibilities for the concerned departments, improving access to justice and making the labor 
migration process more efficient and transparent. Increasing the effectiveness of such campaigns 
as information dissemination, skills-oriented training, and utilizing funds from the Foreign 
Employment Welfare Fund for purposes of improving the migrant’s skills and knowledge has 
also often been cited. The effects of these could be two-fold: not only does it improve the 
migrants’ knowledge with regards to the processes of migration and thus the safety, but the 
sending country (Nepal) and the destination country will require less effort and resources to 
monitor and assist irregular and vulnerable migrants.  
 
In summation, as the case of the Nepali foreign workers in Qatar is emblematic of, national 
wealth does not guarantee an increase in wealth for the individual. On paper, remittances are 
mutually beneficial for the migrant as well as both the sending and receiving country because 
migrants earn money for themselves abroad, and, by way of spending them primarily in their 
home country, boost their home country’s national economy as well, while the sending country 
utilize the cheap labor for their own development, more often than not in infrastructure 
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development. However, unforeseen circumstances such as high costs concerning the acquisition 
of permits and visas, of money transfers and, as is the case for a lot of Nepali foreign workers in 
Qatar, promises regarding wages and conditions not being kept, means that going abroad to work 
could end up a disadvantageous experience for the migrant. In the bigger picture, this way of 
employing foreign workers can be criticized as being part of a capitalist development which 
neglects the value of individuals by increasing inequality and bringing fortune to a select few 
while in turn maintaining or worsening the situation for those at the bottom of the income scale. 
Both in terms of achieving secure money transfers and proper reinvestment of remittances - 
which would consequently allow for positive social change - efficient policy making is key. 
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Chapter 6: Conclusion 
 
Nepali migrant workers are becoming an increasingly vital component of the country’s 
development and economy with remittances accounting for 28.8% of GDP in 2013. Estimates 
indicate that 50% of all Nepali households have at least one member who is employed, or has 
been employed, abroad. With migration occurring on such a scale, in a relatively recent period, 
research into the cause and effects of labor migration and related policy considerations is both 
new and exciting. 
 
Considering Nepal’s recent historical developments - the People’s Movement ended in 2006 with 
over 16,000 mortalities but also resulted in the forced banishment of the Royal family and 
marked the beginning of a secular Nepal - the country’s economic and social development is 
understandably minimal and obvious challenges lay ahead. In addition, Nepal’s long history of 
association with the Chaturvarnashram model of the caste system means that remnants of 
adherence to this hegemonic belief persists, especially in rural areas. For the low caste, females, 
and others who have been traditionally excluded by this caste-based arrangement of identity, 
migration overseas has come to be the only option in the quest for upwards social mobility.  
 
Future challenges lay ahead but progress is noticeable. Current migration trends point to 
increasing numbers of migrants and, as a result, an increasingly vital role of remittances in 
national economies the world over. Whilst the phenomenon of migration is not new, research 
into the effects of remittances and the related role of policies is covering relatively new ground. 
With regards to Nepal the main issues concerning the labor migration process are: gaps in, and 
weak enforcement of the foreign employment acts and policies; limited bilateral agreements and 
MOUs; a disconnected, Kathmandu-centric state apparatus; inadequate attention to marginalised 
and vulnerable groups; unmonitored recruitment agencies/agents; ineffective campaigns to 
disseminate vital information about the labor migration process; and vague contractual 
obligations.  
  
Remittances, the great new hope for the developing world is especially important in the context 
of Nepal, while not efficient and advantageous for the remitters it is still a highly profitable field 
 40 
for private enterprises (like money transfer companies).  In this sense we found pretty much in 
line with the proposal of Solimano presented in the conclusion of Chapter 3. The extent to which 
the caste system is entrenched within Nepali societal relations means that, for the majority of 
excluded groups, labor migration is the only possible way through which social mobility is 
attainable. Specifically in the lived experience of Nepal remittances have generated financial and 
human capital that has supported the reduction of poverty and has helped spur human and social 
development for disadvantaged groups far beyond what revolution and foreign aid have 
provided. 
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